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[bookmark: _Toc812843287]Introduction

This report will conduct a comprehensive environmental market analysis of Tesco. To find the organisations key development drivers impacting on marketing management and if or how these developments affect marketing management. Furthermore, how the marketing management of Tesco are evolving to take advantage of these developments.
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[bookmark: _Toc820479214]Case Study

Tesco based in the UK since the 1920’s is one of the UKs’ biggest retailers of drink and food. Over the years Tesco have made strategic changes and adapted their culture. Doing that Tesco have become a force to be reckoned with.

[bookmark: _Toc1814102582]Key Developments or Drivers Impacting Marketing Management.


[bookmark: _Int_Rrr2uEeh]To investigate the Key drivers impacted the Grocery Retail industry sector first we will look at a PESTEL this would tell us about the Macro or external environment to the company and by which, they may have no control over and a SWOT Analysis of the industry and its effect on the Micro or internal environment.
[bookmark: _Int_Cr7vLUUX]The external environment of a company constitutes to the business environment factors. These factors are the main influence which affect decision making by business owners and stockholders (Demirguc-Kunt., Love., and Maksimovic. 2006). External environments include the political, economic, social, technological, environmental and the laws. The external forces impact the unemployment rate, current and future legislation, condition of the country where a business is operating, (Kindsfaterienė., and Lukaševičius., 2008) tax rates and political instabilities to name a few (Ahmad., Rezaei., Brito., and Tavasszy., 2016). Other areas which can be impacted are product development, pricing, promotion and buying behaviour (LaPlaca., 1997).

[bookmark: _Toc1249286325]PESTEL Analysis to identify the Macro Drivers influencing the Grocery and Supermarket Retail Industry.

[bookmark: _Toc251023487]Political Drivers

[bookmark: _Int_qSIBmkXX]Political drivers that influence the grocery and supermarket industry. For the supermarket industry to thrive in the Global political stability is essential. Both International and domestic suppliers are used by the leading supermarkets and discount stores such as Tesco, Aldi, Morrisons, Lidl, to name a few. This being the case makes any serious problems with the international suppliers would devastate the industry (Abbas., Qasim., Song., Murshed., Mahmood., and Younis., 2022). In recent times when the UK left the European union (EU) and BREXIT had taken place costs increased when purchasing product from abroad (Mohammadi., and Nikzad., 2022) and there were extensive delays in receiving goods from the EU.
Tesco have also had political issues affect business for example, BREXIT has created a risk for investors and the UK economy. Import duty on goods has affect Tesco because they import some of their inventory from outside the UK. These actions and many other changes impact some company’s causing changes and adaptions in business model to continue trading as well as remaining a profitable company (Listra., 2015).

[bookmark: _Toc839286005]Economical Drives


[bookmark: _Int_lP4JfNWL]Economical drivers that influence the grocery and supermarket industry. Supermarkets focus on the demographic needs of different consumers. Such as offering value products aim at customers with a disposable income and basic products aim at people with financial limitations. Tesco use this strategy in their marketing with offering value and basic products (Baker., Machado., Santos., Sievert., Backholer., Hadjikakou., Russell., Huse., Bell., Scrinis., and Worsley., 2020). Another economic driver which could influencing the industry is the rise in property rent, operation costs or an increase in tax rates. Would cause grocers and supermarkets to increase the selling price of products.
When the economy is rising, and unemployment is low prices are stable businesses tend to thrive. Also, marketing is easier, and customers are confident to buy. Whereas when the opposite happens, and the economy is slowing (Sohive., 2022) or unemployment is on the increase and the weekly shop has gone up. Customers tend to spend less and hold on to their money which makes the marketers job harder. Moreover, if a business operates in a foreign market, they need to focus not only on domestic economic conditions in addition focus is on every region the business operates in.
An example of this, imagine you are a marketing director of a UK clothing company operate in a foreign market. The goods you sell are manufactured in Turkey and sold in Europe it is important to know about the economy in all three countries paying attention to the fluctuations in the exchange rate because the rates affect sale and profit of a business.
Labour costs is another economical factor that can affect Tesco and other supermarkets which could push costs up for Tesco. There is other factor which also affect Tesco’s including changes in regulations, profits, prices, and costs. An increase in prices affect the costs, reduces profit, and damages the brand (Burt., 2000) reputation and cost leadership strategy. The success of Tesco PLC is also down to its diversification in the international market.

[bookmark: _Toc816941426]Social Drivers


Social drivers that influence the grocery and supermarket industry. Many grocery retailers in the UK address the need of people from a variety of backgrounds which is growing the ethnic food market in the aim of providing the best customer service (Goic., Levenier, and Montoya., 2021). Also, there has been a rise in demand for vegan and vegetarian products, offering grocers and supermarkets alike the opportunity to jump on the trend to steal the market (Aaker., and Moorman., 2017). Nash., (2018) claims consumers are using social media more these days to shop, watch tv or stream, listen to or downloading music, set up business, trade, pay bills and so on. Retailers have joined this trend by offering on-line shopping and home delivery services.
Social and cultural factors such as attitudes, beliefs or values can affect buying habits (Parment., 2013) also, what the consumer loves today they will not have an interest in in a years’ time. The UK is a multicultural society a variety of people of different heritage, age, beliefs, sex and so on giving retailers the challenge of giving them what they want. Businesses have the tools in place to ensure a quick flow of intelligent information such as (Yang., and Jolly., 2008) and (Clarke., 2000) changes in behaviours of consumers. Marketers have put consumers into groups (Roberts., and Manolis., 2000) the Baby Boom Generation these were the group born between 1946/1964. Generation X this group were born between 1965/1975 and Generation Y who were born between 1976/2001 for the purpose of market planning (Gardiner., Grace., and King., 2013). Marketers believed each groups attitudes, values and experiences influenced the products they wanted, and the efforts of the marketing designed to sell the product to them.

[bookmark: _Toc1623776594]Technological Drivers


Technological Drivers that influence the grocery and supermarket industry. Over the past several years technology has drastically changed the way people do things. (Delaney-Klinger., Boyer., and Frohlich, 2003). Technology has also improved the way supermarkets operate (Appel., Grewal., Hadi., and Stephen., 2020) with E-commerce, online shopping, automated checkouts used alongside human staffed checkouts. Some retailers have introduced store loyalty cards like TESCO and savings clubs like ICELAND. Also, grocers are utilising social media to promote products.
[bookmark: _Int_MT1ZuoOs]Technological advances and AI have impacted the way we all do things (Hammerling., 2022) businesses are using data to product future outcomes (Kabadurmus., Kayikci., Demir, and Koc., 2022). The advances in technology like the intranet transformed the way business transactions take place. Innovative technology has transformed the way companies market their products (Alalwan., Rana., Dwivedi., and Algharabat., 2017) marketers have a new medium for selling and promoting a range of products and services. AI is evolving in expediential rate it is important for businesses to pay attention to these advances and adapt their strategies to ward off threats and take advantage of the opportunities.

[bookmark: _Toc876273244]Environmental Drivers


[bookmark: _Int_qDcwTIEU][bookmark: _Int_jJloxNKh]Environmental drivers that influence the grocery and supermarket industry. The operations of a supermarket have an impact on the environment (Marshall., 2022) technology used for frozen foods in transit and instore fridges and freezers consume high quantities of energy and emit greenhouse gases. Plastic packaging and plastic bags are filling up landfills (Naik., and Suresh., 2018). These and other factors are affecting the industry. The Government and consumers want to see the big supermarket chains working towards improving environmental issues have set out plans for change regarding plastics and gases (Chkanikova., and Mont., 2015) and (Dagiliene., Varaniute., and Putter., 2022) which supermarkets emit.
[bookmark: _Int_r1H7jUiV]By switching to renewable energy sources, a supermarket stores would increase energy efficiency (James., and James., 2010) and (Lopez-Avilés., Veldhuis., Leach., and Yang., 2019). Sustainable refrigeration system would be more environmentally friendly and cheaper to run (Bolaji., and Huan., 2013).
[bookmark: _Int_8YSzwkq6]Zero waste is one of the main goals for the supermarket industry. Hattula., (2022) supermarkets are working with supplies to make all plastic packaging recyclable, reusable or compostable (Zaman., 2022).

[bookmark: _Toc634874987]Legal Drivers


Legal drivers that could influence the grocery and supermarket industry. The legal driver that influences the grocery and supermarket industry and the last driver in the PESTEL analysis. Lei., Xu., Liu., Liu, and Sun., (2022) every country has different regulations and rules concerning selling out of date foods, waste materials management and food safety (Bilska., Tomaszewska, and Kołozyn-Krajewska., 2022). These regulations and rules impact every country differently. In the UK for example there is a minimum wage and companies failing to comply with these laws can be find or imprisoned. Tesco must conduct its operations in accordance with Food Retail Commission (FRC) strict code of conduct.
[bookmark: _Int_AkDJ06bM]For example, according to (Anderson., 2006), (Campos., Doxey., and Hammond., 2011) and (Durand., Petticrew., Goulding., Eastmure., Knai., and Mays., 2015) labelling requirements aimed at companies in the food industry came into effect in 2006. Whereas ‘trans-fat’ content of products now required labelling. In conjunction with consumers becoming more health conscious the business strategy is to get more of the market, bring in more customers, follow the trends to offer cheaper alternatives and money. The trans-fat levels were reduced and labelled then targeted towards the health-conscious consumers. 
Another example, (Brownell, K.D. and Warner., 2009) the tobacco industry who were banned by the Government from advertising on TV and Radio because their products cause harm by causing addictive behaviour (Bero., 2003) also, their advertisements were targeting children. Technology advances paved the way to the internet (Cook., Wayne., Keithly., and Connolly., 2003) tobacco companies changed their strategy and moved on-line to print media.

[bookmark: _Toc504476741]SWOT Analysis to identify the micro/internal environment drivers impacting the grocery and supermarket industry.

[bookmark: _Toc904787849]Opportunities

[bookmark: _Int_0GzrT6Dj][bookmark: _Int_GD5zqIAM]Increased amounts of people are becoming health conscious and trying to avoid processed foods (Konar., Gunes., Palabiyik, and Toker., 2022). Environmental trends causing consumers to question the food they put in their mouths (Hengboriboon., Naruetharadol., Ketkeaw, and Gebsombut., 2022). This presents an opportunity for a provider of foods and groceries of going plant-based, vegan, or vegetarian. Other areas for opportunities are: 
- Expanding business in Asian populated countries.
[bookmark: _Int_ayFNQv8Z]- Customer preference in food trends, low salt, low calories, and low sugar foods etc (Siddiqui., Pahmeyer., Mehdizadeh., Nagdalian., Oboturova., and Taha., 2022).
- Research and developments on consumer marketing.

[bookmark: _Toc228171043]Threats

[bookmark: _Int_FMB1NvT1][bookmark: _Int_fdcKnkFP]Competitors is extremely high in the grocery industry, with many leading brands offering equivalent products and a rise in discount stores who provide differentiated produce like Aldi and Lidl (Bonfrer., Chintagunta, and Dhar., 2022).
Regulations - Such as an increase in health and safety, labour and sanitation driving up costs (Telesetsky., 2023).
[bookmark: _Int_miesZLeY]According to Guan., Tao., and Sun., (2022) raw materials costs increasing due to unforeseen factors such as oil price increase, inventory, carriage, and other materials needed for operations.
Suppliers – Finding a contract with a supplier is easy in the UK grocery industry this is because there are numerous suppliers (Cadden, T. and Bonner, A., 2022) building a relationship with supplier is paramount and necessary.

[bookmark: _Toc562406288]Weaknesses

[bookmark: _Int_NAIFHrgD]Technology many small grocery stores cannot afford to invest in technology. The use of technology can have a profound impact on a store amplifying the customer experience and profitability (Trawnih., Al-Masaeed., Alsoud., and Alkufahy., 2022).
[bookmark: _Int_zquwgq6J]Operational Issues can occur the larger grocery stores who have a network of stores (Singh., and Srivastava., 2022) needs a strong database with the capacity to handle the wants and need of loyal customers, follow the trend, also improve production Floto-Stammen., 2022). and (Tandogan., 2022)

[bookmark: _Toc508764304]Strengths

[bookmark: _Int_cfzumaon][bookmark: _Int_I2iAPWTE]These days we are seeing increased supermarket and discount store advertisements. Thousands are invested into marketing and promoting grocery items which could amplify sale and profit (Zhou., Dahana., Ye., Zhang., Ye., and Li., 2023) and (Ahmed., Islam., and Ahmed., XXXX). 
Since COVID there has been a significant raise in on-line shopping, and home delivery service (Kumar., Sikdar., Gupta., Singh, and Sinha., 2022). Marketer such as Tesco must continually monitor both the macro and microenvironments they operate in (Smith., and Williams., 2022) and (Roy., and Srivastava., 2022) to spot changing trends or conditions may be flux. The external and internal marketing environment factors and changes in them can present Tesco with both opportunities and threats that require change management in marketing plans.

[bookmark: _Toc912572241]Conclusion


[bookmark: _Int_Bq1V3f49][bookmark: _Int_zlrBnPx5][bookmark: _Int_U9O86yhz]Marketing management has changed over recent years because of new ways to reach the target market and attract potential consumers. Marketing involves satisfying customers' needs and wants. The UK supermarket industry have faced such challenges as BREXIT and COVID. 
The competitive strategy of Tesco is focused on keeping costs low whiles providing high quality produce. Tesco realise the key to successful marketing is meeting the consumers' needs and wants right now. Tesco’s main competitors are Asda, Aldi, and Sainsbury. Tesco have learnt through-out the years the quality of their customer service is of utmost importance. The advances in Tesco’s’ technology has transformed the way the company market their products and services.
Tesco have shown a strong resilience to past challenges reinventing themselves to cater to the raising demands of on-line shopping. To gain competitive advantage Tesco put their customers at the centre of their operations with a priority to meet their demands. So, business that put a strong focus on their customers do better and are better equipped to understand their shoppers. Customers behaviours help Tesco foresee future needs and provide a specialised service that will forever foster customer loyalty and long-term sustainable growth. Although Tesco is one of the UK’s leading grocery chains, they continue to find ways to keep customers engaged with a business even after they have dominated the market.
[bookmark: _Toc1837151650]Recommendation


Its recommended TESCO pay attention to their main competitors monitoring their activities as well as the makers of substitute products. 
[bookmark: _Int_qdM9QF8p]Although TESCO offer own brand products, they could also offer better quality products at a discounted price.
Switching to renewable energy sources to increase energy efficiency.
Sustainable environmentally friendly refrigeration systems which would save on costs.
[bookmark: _Int_fGRHJOwy][bookmark: _Int_p56ICuq5]Finally, as well as TESCO being committed to making all packaging recyclable, they should also educate customers on how to recycle properly.
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